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rate or access charge.2417 We recognize that, using current tecbnOlOlY, it may be difJicult for
CMRS providers to determine, in real time, which cell site a mobile customer is connected to,
let alone the customer's specific geographic location.2411 This could complicate the
computation of traffic flows and the applicability of transport and termination rates, given that
in oertain cues, the pogdphic locations of the call.. pmy aad the called party determine
whetber a particu1lr call should be compellllted UDder transport IDd termination I'Ites
estaWiIhecl by ODe 8tate or mother, or tmder intealta1e or iaWIItate IaceIS charps. We
CODCIude,. howeVer, that it is not DeOe••y for is,,__t LEes 1Dd· CMRS proWlers to be
able to ucertain popapbic locatibDS wbID~ the ratiDa for any p8l1icuI8r call at
the momeJIt the call is COIIDDCted. We cODcb* that )*ties maycalculMe overall
compeaiation 8DlOUIItI by a:trapolatiDa from 1raffic ltudielaad ......es. For wtmiai"'ative
conveuience, the location of the initial cell site when a call beains sball be used as the
determinant of the geographic location of the mobile customer. Aa ID altemltive, LEes and
CMRS providers can use the point of interconnection between the two carriers at the
"miDg of the call to deIermiDe the·1oc:ation of the mobile caller or called party.

1045. Aa diIcusIed above, purlUlDtto IICtioD 251(bX5) of the Act,aIJ locI1 excbMF
carriers, includingllDall iDcuabe4t LBCs aDd ...n eatities otfcriDa competitive local
exc"'nge IC1"rices, have • duty to establish NCiprocal compeDIIDon .lft'IIIpmenU for the
transport and termination of local exclJaDle service. CMRS providIrs, iDc1udiDa ....u
entities, IDd LECs, iDcludiDglIUII inaIlbbeDt LEes IDd small entity competitive LECs, will
receive reciprocalcompelllltion for tenniDatiDI ceI1IiD traffic tbIt ori.... on the networks
of other carriers, and will pay such compeDSBtion for certain tIaftie that they traDlmit and
termiMte to other carriers. We believe that theIe ...._ staould baaefit all carriers,
including small incumbent LEe. and IIIDIll entities, because it wiJ.I. facilitaee competitive entry
into aew markets while CIIIUI'ina NUODable·COIDpIOIItion for the additiODl1 com incurNd in
termiMting traffic that orilp.. on other cerriers' networks. We aIIo recopize that, to
implement transport and termination pursuant to section 251(b)(5), canien, iDcludiDa IIDa1l
incumbent LEes and small entities, may be required to measure the exchange of traffic, but
we believe that the cost of such measurement to theae carriers is likely to be substantially
outweighed by the benefits of these arrangements.2419

2417 In the LEC-eMRSJ~itM NI'RM. we obIIrwd ............ 1IIIOUIIt of LEC-CMRS 1raftic
c:roues state liDes, becluse CMItS Rl'Yice IRlIS often cross state lines IDd eMItS customers n mobile. LEe
CMItS JlIIWC01I1IBCIi01l NPRM at pII'I. 112.

3411 R6visi01l ofthe COIMJl.ui01l " RMla to Enrtn COIIIptlIlbllity with Enhtmced 911 E1rtergency Colling
Spt.", CC Docket No. 94-102, RM"143, R.epart IIId 0rdIr IDd Furdler Notice ofPropoled Rulaukina. FCC
96-264 at paras. 8-9 (adopted June 12, 1996, released July 26, 1996).

a4I9 SetRepIitoryFlexibility Act, S U.s.C. If 601 et 1Iq.
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1046. bl the NPRM, we IOUIht COIDIDeDt on bow to iJatapm section 2s2(d)(2) of the
Act. Specifically, we asked ifwe should establisb • paeric pri..methodology or impose a
ceiling to guide the .... in seuiDI the chIrF for the trIDIpOrtand termination of traftic.
We alJo uked whether such a gcmeric priciDa methodoiolY or ceiliDa should be cstablisbecl
usiDa the same principles ., .adopt for int.erconDec8on mel UDbuDdled eIemeDts.2490

Additionally, we IOUIht comment on the.UIe of an interim ad tnDIitioaal pricina mechanism
that would Iddress concems about UDeq1JIlI -:lmpini"l power in negotiations.•l

1047. Time Warner ..... that call~ is aDe.lrD1i1l .... in completing
calls aDd that this last "bottleneck" should be governed by a lower cost standard than elements
1bat are based on a competitor's "make or buy deciIioDs.11M2 MCI contends that the level of
compeDllldon for traDJport and termination should be determiMcl by calcuIatiDa ., TSLRIC
incurred by the iDcumbeDt iDprovidiDg the network elements necestarY to taminete the local
calls originating on the networks of its competitors, ad convertiDg that cost to a per-minute
rate.2493 Cox assertstbat section 2S2(d)(2) requires diet competing carriers have mutual
obHptions to terminate traffic that originates on competitors' networks, and that this
obHption requires that the rate for tnmsport and tamination be lesa than the rate charaed for
unbundled elements." 0Jx advocates the use of LRIe, .. opposed to TSLRIC, methodology
to set transport and termirWion rates because LRIC recopizes ODly the cost of capital
expenditures to provide the additional terminations IDd trIDIpOrt required by a competitive
local service provider, iDcluding maintenance aDd depreciation of those facilities, without any
allocation of overhead.249S

MO NPRM It pII'L 234.

MI NPRM at pII'L 244.

M2 Tune WIlDer mmments It SO. "MIke or buy deciIioa" is Time W...·s tenD for decidiD& betweeIl
JlI'OvidiDa services tbrouIb hi OWD fileDities or throuP ..-Je .tIw paI abuDcDed eItmeatJ.

24n MCI comments at 48-49; see abo NCTA COIIIIIlCIlts at 47-50; CoIIIc:IIt MII!Mlts It 22; CoaIpedticJD
Policy Institute reply at 15.

24P4 Cox comments at 34; .._0 SpriDt SpecaumlAPC COIIIIDIIltIIt 1-9.

249S Cox comments at 25-26; see abo GST COIDIIIeDtS at 31-40; MFS COIDDIIIIts It 10-11. We note Dove
that TSLRIC is one instance of LRIC where the iJlc:remmIt cboIea is the provision of the IIltire .-vice.
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1648. BellSouth ..... that the :reccmry of trIDIport aDd termination costs should
include joint and COIllDlOD costs and that no LEe can charF rates for tI'aDIpOI't ad
termination in excess of access chaps because poteIItial CUltomen would simply choose
manaements under the latter.24M The Western Alliance 8S1e1tS. tbIt 1'IteS for 1be 1rIDIpOrt IDd
termination of1raffic must allow rural LECs to recover the incremental cost of local access, a
reuonable· apportionment of joiDt and (ICDIIIDOD COIla, and .y lOll CODtribution to belic, local
service rates npr~"" by tile~ cmiers' ..wee." The Western AlIi...
.... that recovery of 10It contribution is apeciaIty impodIIIt for smaller LEes bee•• they
are UDIikeIy to have altemadve sources :&om whicIl10 support bMic .mce .....:MII VSTA
....... IIlouId be bued OD exiRina prices (L.. ICceII -._) this would DOt
require ..u 8Dd mid-sized iDcuIbbaIt LEes toCCDluct COlt __ that could boa down the
intercmmectioo IIeIotiatioD paoceu." GTE cJei. that the "additiODll COlts iDaJrred"
.... UDdermiDes the conteDtion that cost studies must ISIUIDe the most efficient
tecbDoIOI)' available because costs are incurred usiDa actual Detwork tecbDoloaY, DOt a
theoretical network.2500

1049. The IlIiDois Commipjon I8Ia'ts daat the two di1fer1Dt priciDa staDdvds in
sectiODS 252(d)(I)(A)(i) 8Dd 252(d)(2)(A)(ii) are not m1dUallyexclusive and the em of die
two provisiODS does not prohibit the states from usina identical pricing staDdards for the two
categories of .-vice. The IUiDois Commission DOtes tbIt there is'some substitutabilit
between unbuDdled Detwork elements and incumbeDt LEe 1rIDIpOrt aad terminetion of a
competitor's tratlic. Ccaeq1lClDtly, the I1linois CommisIioD contends that two widely
disparate policies for the pricing of theIe services may have~ ctistortiD& effocts.2501

The Illinois Commissi9n further argues that sectioIl 252(d)(2)(B)(ii) does not prohibit rate
rep}ation proceedi. to establish 1rIDIpOrt aad temriMtion COltS aDd does DOt bet a state
from requiriaa carriers to main1aiD records reprdiDa 1rIDIpGrt aDd tenDinadoD costa, if
authority exists iDdependently of the 1996 Act.2502 GST argues that sectiOD 252(d)(2)(B)(ii)'s

a4N BeIiSouth comments at 70-72; He abo MECA COIDIIlCIltI at S; IDd Mass. CommiuioD ~1IIIQtI at 1-9.

287 Western Alliance comments at S.

2411 ld Q/ 7 n. 14.

2419 USTA comments at 54-55.

Z5GO OlE reply at 30;""0 P1cTeJ "Ply at 4s.46.

2501 Illinois Commission COIIIIDeDts at 76-77; He..CIIiInia e-iuion CO""'WU at 42; ACSI
COIIIIIleIlts at 10-11; Ohio Commiuion MIIIJDfIltS at 70-71; Texas Public Utility Counsel COIIIIIleDts at I, so;
Lincoln Tel. comments at 20; Citizens Utilities commeats at 32-33. .

, ·,·2502·nUno!s ·COIDIllt8ion'commeats at 78; 8. aJ80 California Commission COIDIDIIlts at 43-44.
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prohibition against ue of COlt studies to set trlllIJIOl't and termiDation ratessuagests Congress
intended for compeDJation prices to be set on the basis of economically zelevaDt costs," not on
the basis of artificial regulatory mechani.sms, such as separations, revenue requirements, or a
carrier's ·embedded investment2503

1050. Tho Ohio ('.omm;-n .... that states shoukl esIIbtilh a price OIilina for
1raDIpOrt and termiDation of local· traftic on the bIIis of ID impuCati9n 1eIt. The Ohio
Commiaion .... that the ceiIiDa price for 1raDIpOrt and termiDation of local traffic sbould
be such that it allows 1he m-mbealt LEe to pass .. imputItioD test for JocaI traffic in die
agtepte (I.e., Oat-rated, _II., and meuuNd local ftllIideDce and busiDIIs traftic) at 1be
emf user RIte levels." SilDilltlY,MFS ...... that the CoaaiJIioD adopt a mae equal to
one half of the retail rate becaule,"1S a geaenl rule, CI1l oriaJ"'don IIId biIIiDa CD be
presumed to be equal to the COIt·of 1raDIpOrt aDd tmDiDation.2115 Jones IDtIrcabJe contends
that the Commission should eat8blisha "..mpd0il that all LBCI CIIl oftao 1ndIIc .,mDBtion
at a rate that is no maher thin the lowest rate that has been agreed to (or impolld tbrouah
arbitration) for such traffic termination by any LEe. Jones Intercable adds that such a rule is
immeusely pncticaJ because it·relieves competitors of 1he need to fight the samebatde in all

_fifty states.2506

1051. The Califomia Ounmission·aaerts that ceiIinp for 1raDIpOrt and .,mnation
preseIlt problems because a ceillDa bued on, for mnnple, switched access rates would have
to take into account widely varying rates IIIlODI Slates. The- c.Hfomia Commission is also
opposed to price floors for call tennination ..... they may COIdliet with' bill-ud.aep
8I'I'IDIemcmts.2S07 OST opposes the use of ICCeM cI1mJes to set reciprocal1raDlpOrt and
termiDation rates because access charges ate fubdamentally bued on rates of return.25OI TCI
argues that thaehas been sufficient evideace compiW in .. pmreedinas for the
Commission to determine the price ceiling based on existing TSLRlC studies ancISUUests a
price ceiling of 0.4 cents per minute of use.2S09 The Illinois and Maryland commissions have

ZSOJ OST CCIIIIIIleIlts It 39.

2S04 Ohio Commission COIIIDHIDts It '1.72, '8-79.

250S MFS comments It 87.

2506 Jones Intere:able c:ommeats It 29.30.

2S07 Caliromia Commission comments It 43; ..1IlH PIcJrWI Cctmref..h......... It 40 <.... chirps
ror the transport IDd termination or local excblnge trafIlc: should be left up to the IItIteS becluse or the unique
leopaphical and demopIpbic c:bInIctIrtJtic of IICh SIIIe).

2501 OST comments at 39-40.

2509 Telcommenti It 4();.43: .'
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adopted rates for the t.erI1UDItionof ttaftic baledoa i-.emIJItal cost studies. The IUiDois
Commisskm has adopted a rate equal to 0.5 ceDtI (S8.005) per mimIte ,of \lie for tIl'miDItion
from the end office switch. MaryIaDd has adopted a rate equal to 0.3 ccats' (SO.003) per
minute ofuse for tetmiDatiOll ftomthe end office switch. Both commissions adoJ*d sIiPtly
higher rates for transport and tetmiDatiOD via tandem switches equal to 0.5 cents ($0.005) in
Maryland and 0.75 cents (SO.0075) in Illinois.25IO

1052. Most com",....' IUppOI't ,die requiIemt tbIt dedicated ar..,n '...be
priced ona tlat-nded basiL2S11 For example, the Ohio Cmnitsion IIIIl1I tbIt all LICs
should offer a reciptocal compe..ion tbIt ClOIIIiJta of boda tlat..-ed eIeeDU lid
......live eI-.arts, in order to llldafytbe' dIat the 1'Ite mucture retlect the
way in which COllI are iIIcurnd, by the provicItDa LEe.25U AcccriiDa to LiDcoIn. TeJ.eph.oae,
the ccmnectionbetwMn an illuDbcmt LBC's cmtral oftic:e aDd .. iDteIcoDDector's DItWOrk
should be priced u a tlat-rateel ab1mdled Detwurk ......2513 The~ .AUGrDey
0eDeral tecomrnCdls that tenIIiIIItion cb8Ips be fJIHlIted 8DcI CIPICitY-beIed.2514 'IlaiI
capacity-bued, ftat-nled NCiprocal compm.... a.ae WOII1d be ltIIed on part ...,
measured at the peak busy .... of the moad1, to __wiDe the'reIatiw traftic flow over the
respective networks. The Massachusetts Attomey a.1nI furtMr ..... tbat, in • hiPlY
competitive market where services and prices would be continuously cbenaina, rates ,cbaqed
by minutes of use will distort marketing and investment clecisious away ftom the efficient
path.2515 Cox contends capacity-eost approaches should be used u the basic standard for
setting transport and termination rates because costs are incurred in that manner.2516

Additionally, Cox argues a capacity-eost appr08Ch addresses peak-load pricina problems
because an interconnecting carrier is effectively reIeI'YiD& and paying for a slice of capacity
on a full-time basis.2517 Other carriers support a per-minute charge for 1ransport and

2510 These cost studies, and others, Ire disc:uued in ..... detIil in wprtI., Secdon W.C.3.

2511 s.. e.g., USTA cmgp4Ids It 80; Tune Winter ClC."IImenu at 91-92; NEXn.JNK commentS at 34-35;
MMa. AttorDey 0eDnI ee-n.... 1t 16-17,22-23; CFAICU .......ts It 51; WIIIbiDatoD Conni-.
COIDIDeDts at 3; Sprint COIDIDeDts at 79.

2512 Ohio Commission comments at 68-69.

2511 Lincoln Tel. ClOIDIDIIlts at 22.

2514 Mass. Attorney General c:omments at 15-16.

25IS MIls. AUomey General comments at 16-17;,. also CPA/CU commeats at 55-56; WabiDgtoD
Commission comments at 3.

2516 Cox comments at Exhibit 3 (Barpining Incentives and Interconnection), p. 7.

25171d .
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termiplltion.2S11 In 1IdcIiti000'to a rate baed OIl __ of use; the' MuyIaDd Commission does
not oppole fiat.rated opticms for tennison' of U'I1Iic baled OR capacity costs meuured at
peak hDm.2SI' BeUSouth adds that .-ge-baled~ is relatively more favorable to
......Ier competitors and facili1ies.based cbaraiDI is relatively more favorable to laqer
coznr»etitors.2S20

-"
~•.1

'1053. Numerous new entrants and state commissions support the use of an interim
priciDa'mecm.. and support the use of bill and keepusuch _ interim measure.2S21 In the
LEO·CMRSl~tm proceedj"l_ most CMRS p,vviders que'in support of an interim
priciDa.~ for 1I'8IIIpOrt ad tmmiDation --.1MD1I wbiIe 1000-term IOludoDs are
pursued.2m CincJnnati BeD _etta that the ..... that ID iaterim meobanism may be
"I"" to offset blrpiniftlpower of il:Icuma-t LBCs iDcerrectIy IIIUIDIS tbBt the
incumbeIlt LBC will always ba¥e areater blrpinina power in the procell of nepti8tiODl.2S23

CiMinMti ·BdJ .... 1bIt, to the contrIIy, IIDIIIIIId mickize LECI will be at· a diIIdvIntage
when tlleyneaotiate with ... corpwatiODS.2D4 LBCI .....,ape.·UDder the 1996
Act, the Commission is precluded fnm cratiDa. iDterim priciDa regime, and point to
sectiOll2S1(d)(3), which preserves state replatiOlll over the obliptions of LEes in certain
circumstances, to support their mpment.2m

~[

2511 See, e.g., MCI COIIUIlCIIts It 48-49; SBC CQllllDtldI It 50 D.91.

2519,MlryllDd ec-m....~ It~ (MIIyIIDd Commiaioa Order No. 7234i), p. 33.

2520 BellSoutb comments It AttIlChment (IDtercoDDectiCll1IDd Economic Efticialcy), p. 11.

2521 See, e.g., GST C01DIIHIlts It 34-3S; AT..tT~ It 69; Cox commeats It 27-21,31; Sprint comments
at 17; JCII1es IDtercable comments at 21-29; Citizens Utilities c:ommentI at 30; T............icItioIl Resell..
Ass'D comments at S4-SS.

2522 See, e.g., AirTouch COIIIIbeIlts in CC Docket No. 9S-11S at 31-39.

2S23 Cincinnati Bell comments at 2S-26.

2524 Jd

2525 See, e.g., BeIlSoutb comments' in CC Docket'No. 95-11S at 32;
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(1) Statutory Studard

1054. We conclude that the priciDa ....... established by section 2S2(dXl) for
intercomlection aDd uabuadlecI e1emeDtI, aad by .-n 2S2(d)(2) for traIIIpOtt and
tel'miMtion of traftic, In sufticieDtly similar to permit the 1IIe of the ... pIIl&l'I1
methodologies for estabJithina rates UDder both statutory provisions. Section 252(d)(2) states
that reciprocal compe.DSltioD rates for traIIIpOtt ad~ sbaIl be baed OR "a
reu.mabIe lppI'OXimation of the additicmal costs.ofterminatina such calls.1f2S26 Moreover,
there is lOme substitutabiIit between the DeW eatr.'. 1IIe of uabuDdIod aetwork e1emeDts
for tI&bIpOttiDg trat1ic ad its use of traIIIpOtt UDderIlCtion 252(d)(2). DepeadiDa on the
intcrcoDnection IIl'I'I1Ipmeats carriers may tmDipOIt nftic 10 the compedaa CIIlierI' mel
offices or band traftic off to cmDpetiDa carriers at meet poio1I for tenniDatioD em. the
competing cmiers' DetwoIb. TI'IDIpOlt of traftic for termbudioD em. a compednJ OII'lier's
aetwork. is, therefore, .1Irp1y iDdiItiDpiIbIble fmm tIalIport for terlnjnetjon of calls OD a
carrier's own network. Thus, we CODCIude that tllDIpOIt of traf6c IhDuId be priced bIIDd on
the ,1IIDe cost-buedstmilrd, whether it is tnmlpOlt lIIiDI UDbuDdIed 11 I'" ortnuport of
traffic that originated on a competing carrier's network. We, tberefcn, fiDd that the
"additional cost" standard permits the use of the forward-looking, economic cost-based pricing
standard that we are establishing for interconnectiOD and unbundled elements.2S2'7

(2) PridDa Rule

1055. States have three options for estIhiisfiinI traDspOrt and termination rate levels.
A state commission may CODduct a 1horouah review of ecoaomic studies prepared UIiDI' the
TELRIC-bued methodology oudined above in die lICtion on the pricing of iDtercoImection
IDd unbundled elements.2521 A1tematively, the state .., adopt a default price punuant to the
default proxies outlined below. If the state adopts a default price, it must either~
review of a TELRIc-baIed ecoaomic cost study, request that this Commiaion review such a
study, or subsequently modify the default price in.ecordance with any revised proxies we
may adopt. As previously noted, we intend to commence a future rulemaldna On developing
proxies using a generic cost model, and to complete such proceeding in the first quarter of
1997. As a third alternative, in some circumstances states may order a "bill and keep"
arrangement, as discussed below.

2526 47 U.S.C. § 2S2(d)(2XAXii).

2521 See supra, Section Vll.B.

'lS2IJd
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(3) Colt-Buecl Prieml Methodolol)'

1056. Consistent with our conclusioas about the priciD& of interconnection and
unbundled network elements, we conclude that states that elect to set rates tbrouah • cost
study must use the forWMl-Jookina economic coet·hMed metbodololY, which is Mlaribed in
greater detail above, in estabJisbing rates for IWCiprocal tnnlpOl't IDd termiDation when
arbitrating intm:onnection IDMprnents.2S2t We fiDd that IeCtion 2S2(d)(2)(B)(ii), which
iDdicates that section 2S2(d)(2) sball DOt be~ to "1IIdlori7Je the Comminion or any
State to eDPF in any rate replation~u. to lltablilh with pIrticuIIrity the Idditioaal
costs of1raDIportiDa or ..,...lItinacalls,,,2530 does DOt pn:cIude states or this Omniaiou
from revlewiDa fOl'Wll'd-Jookina economic cost.... First, we believe that eoaar­
intaIded the term "rate repIIdon proceed.." in -aion 2S2(d)(2)(B)(ii)10..- the .me
thina as ". rate-of-retum or other rate-baed~" in section 2S2(d)(l)(AXi). In the
section on the pi.. of inteIcoDnection IDd UDbIIIIdJed etm.ts above, we CGIIC1ude that the
stIbdory probibitiOD of the ., of such proeee.... is i-.Ied to foreclole the u. of
trlditiODl1rate cue~in.usiDa rate-of-reIIJnl npiltiOIL Monover, forward.JooIdng
economic COlt studies· typically involve ". reasoaabIe approximation of the additioaal COlt, I12S3I

ratbIlr thaD determiniDa such costs "with particulaity," such IS by meuuriDa labor COltS with
detailed 1ime and motion studies.

1057. We fiDd dud, once • call his beID c:IeIiYered to the incumbent LEC end oftice
servina the called party, the "additional cost" to the LEC of terminating • call that oriainates
on • competing carrier's network primarily consists of the tnlft'ic.sensi.tive component of local
switching. The network elements involved with the termination of 1raftic include the end­
ot1ice switch and local loop. The costs of local loops IIIId liIle ports ISIOCiated wi1h local
switches do not vary in proportion to the nlDDber of CI1Is tellI""" over tbeIe ticilities.2S32

We CODClude that such ncm-tndfic sensitive costs should not he CODIidered "additioDal costs"
when. LEC termimtes. CIJl that originated OIl the network·of • competiDa c:arrW. For the
puzposes of IfIJt1ing. rates under leCtion 252(dX2), ODly that portion of the fOl'Wlld-JooJdng,
economic cost of eDd-oftice switching that is recovered on a uage-leDSitive bIsis- constitutes
an "additional cost" to be recovered tbrouab termination charges.

2529 S. nIpI"Q, Section VII.B. for a complete discussion of forwlld-looIdna ecoaomic cost-bated
methodology.

25H 47 U.S.C. § 252(d)(2)(BXii).

2531 47 U.S.C. § 252(d)(2XAXii).

2S32 The duty to terminate calls that 0fiainaIe on the Detwork of a competitor does DOt direc:dy IIft'ec:t the
Dumber of calls routed to a particular eod user md my costs that result from inadequate loop ClplCity are,
therefore, Dot considered "additional costs;" I ~ .• >" ·"~I'
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1058. Rates for termiMtion estabJisbed puasuant to a TELRlC-based methodo101Y
may recover a reuonable allocation of common costs. A rate equal to iDcrementaJ. costs may
not COIIlpODsate caniers fully for traDspoI'tiIIa and terminating traftic wheIl comlDOll costs are
...,m. We therefore reject the IfIUIIlIIlt by some commenten dJat "additional costs" may
DOtiDc1ude a reuoDIble a1IocItion of fOf'Wll'd-lookiDa cammon costs. We recopim that, as
noted by Tune Wauer, CIll tmDi1Iation is an C. I-i" elIIDcDt in compledDg CIIIs· becauIe
comprJtitors are required to .. the incuDibeDt LBCa' exiItiDa networks to temriDIte caJIJ to
incumbent LEe customers.2m The 1996 Act envisions a seamless interconnection of
competing networks, rather than the development of redundant, ubiquitous networks
tbrouahout the nation. In order to terminate trafIic ubiquieousIy to odaer companies' local
customers, all LECs are given the right to use termiDltion services from those compIDies
rather than construct facilities to everyone. While, OIl the oriIiftatillJ end, cmiers have
ditTeNDt options to reICh tbeir mrcnue-payUIa cu---. - iacludiDa their own.DItWork
fIcilities, pure-"'.... to 8DbuDdIed ..... 01die ilcumbeDt LEe, or reIIIe - they
have DO realistic Iltematives tbr tam_DI..destiaod for compIItiDa CII'fiaI'
sublcribers other than to .. tboIecarrien' Detworb. n., all CIrri.. - iDcumhentLECs
as well as com.peting carriers - have a ..... iJaDtive IDd opportEty to dMqe prices in
excess of economically e8icieDt levels OIl the ••pi_ina end. To·...-e thatratel for
reciprocal compeDIItion .... possible efticient OOIIIpItitive adry, we conclude that
termination rates should iDctude an allOCldiOll of fOI wud-loo1riq QOIIUIIOIl costs eat is DO
greater proportioD8lly than that allocated to UDbundIed 1ocIIloops, which, as dilCUlSed above,
should be relatively Iow.25M Acktitiooally, we COld.. that rates for the tnmsportllld
termination of traffic sba1I DOt iDclude III elemmt tbat aIIowI iDcumhent LEes to recover any
lost contribution to basic, local .-vice rates rcpnMlBltd by the inten:oDnectina carDers'
service, be"ausc such an element would be~ widI the 8UItutory requiNmcnt that
rates for transport and termination be baed on Idditimal COltS.2m In the aectioD addressina
prices for UDbundled elements we coaclude that 1be ECPR, which would allow iDcumbent
LEes to recover such lost contributions, or co1lectioD of UDivenalleJ'Vice costs through
interconnection rates, leads to sipificant distortions in D1m'kets when existing retail prices are
not cost_based.2536 .

1059. We also addras the impIct OD IIDI1l iDcumbeat LEes. For example, the
Western Alliance argues that it is especially importImt for sma1l LEes to recover lost
contributions and common costs through termiDltion ohaqes. We have considered the

25U Time Wimer comments it 50.

25M See supra, Section VII.C.2.b.(l).

25J5 See 47 U.S.C. § 252(d)(2).

25M See supra, Section VII.B.2.b. for a discussion of the effect application of the ECPR would bave OIl the
mmitet' for local exchange service.
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economic impect of our rules in this section on small incumbalt. LECs. For example, we
conclude that tenniDation ,.. for all LEes should include an allocation of forwaad-lookiDg
common costs, but find that die inclusion of an e1emeat for the recovery of lost contribution
may.leld to signiftCillt diItortioDs in local excMnae.-kIts. We also DOte that certain small
incumbent LBCs me not subject to OlD' rules UDder section 251(f)(1) oldie 1996 Act, unless
otberwiIe c1eIermined by a state CQIIUDission,lDd certain other small incumbent LECs may
seek relief from their state commissions from our rules UDder section 251(t)(2) of the 1996
Act.

(4) Bela. PreDel

1060. As with'unbubdIed·network eIemeats, .., recopiD tbtt it may DOt be feasible
for some state CQlDmiaiODSCIODductiIlI or JWiewiDa ecoDOIDic llUdies to establish tr8DIpOl1
and ...."inedoll I'IItes usiDI our TBLRle-baIed JJriciDa metbodololY within the time reqaired
for the arbi1rItion ptocess, J*1iculWly pvea IOIDI states' resoun:e IjmiWioas. Thus, for the
time IMriDg, we adopt a defIult price J'IIDIC' 010.2 cents (SO.OO2) to 0.4 cents (SO.OO4) per
minute of use for caI1s beaded off at the eDd-oftice switch. 'Ibis default price !'IDle is baled
on the same proxies that epply to local switcb.iDg as an UDbuad1ecl network element. In
establishing ead-oftice umdDldm ratI8, states may adopt a default 1aRIiDltjon price that is
within aUf ddfault price nap or at either of the end points of the rage. States should
IIticulate the buis for selecti.Dg a puticular price witbin this raDle. Thus, in arbitration
proceedinas, states must set the price for eDd oftice termination oftraftic by: (1) using a
fOJ'Wll'd-lookiDa, economic colt study ·tbat complies with the forward-looking, eccmomic-cost
methodology set forth above; or (2) adoptiDg a price less than or equal to 0.4 cents (SO.OO4)
per miDute, and greater than or equal to 0.2 cents (SO.OO2) per minute, pending the
completion of such a forward-looking, economic cost study. We oblerve that the most
creclible studies in the record before us fall at the lower end of this 1'8DF, and we encourage
states to consider such evideDce in their amalysis. 1beadoption of a range of rates to serve as
a default price range for inte1'coDneCtion agreements beiDa Ifbitratecl by the states provides
cmiers with a clearer understanding of the terms and conditions that will govern them if they
fail to reach an agreement and helps to reduce the 1raDsIction costs of arbitration and
litigation. We also find that states that have already adopted end-ofBce termination rates
based on an approach other tban a full forwanl-lookiDa colt study, litbel' through arbitration
or rulemaking proceedings, may keep such rates in etTect, pending their review of a forward­
looking cost study, as long as they do not exceed 0.5 cents (SO.005) per minute. As discussed
below, a state may also order a "bill and keep" arrangement subject to certain limitations.
Additionally, our adoption of a default price range temporarily reUeves small and mid-sized
carriers from the burden of conducting forward-looking economic cost studies.2537

1061. Similarly, in establishing transport rates under sections 251(b)(S) and 252(d)(2),

2537 See Regulatory Flexibility Act, 5 U.S.C. §§ 601 et seq.
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state commissions should be guided by the price proxies that weare establishing for
unbundled transport elemeatl diIc8IecI above.253I States should explain the basis for selecting
a particular default price subject to the appJicabIe ceilina. SpecificaUy, when interconnecting
cmiers bmcl otftratlic at ID iD.cumbent LEC's ..... switch (or equivalent fIcilities of a
cmier other than ID iDcuIDba LEC), the rata for the tandem switdUDg IDd 1fanMnission
from the taDclem switch to ead offices - a porUOIl of the "traaspolt" componeat of tra"lfOl't
and termination rates - should be subject to the proxies that apply to the aualogous unbunclled
network elements. Thus, for the time being, whm .... let J'Ites for 1IDdem switching under
section 2S2(d)(2), they may set a clefault price at or below the default price ceiling that
applies to the 1IDdem switdIiDa unbuDdled el .ID alterDatiw to reviewing a forward-
lootiDg economic cost.study lIIiDa our TELRlC .....J.oaY.2SJ9 Similarly, wbm let .
rates for trIn..__ &ciIities'betwecIl t8dem JWit.cbes and ODd offices, they may i.
rates equal to the clefault prices we .. edoptiDa for IUCh tJ1UMmission, as cliscUIIed above in
the IeCtion on unbundled elements.2540

1062. FiDIIly, in~ the lites for .......... facilities that are docIicated to
the van_issian of traffic betwecIl two netYtUb, .. CCIIIUDj-oos should be auided by the
default price level we are adoptina for the unbuDdled e1aD.a1t of dedicated trIDIpOI't.2541 For
such cleclieated tl'Insport, we CIIl _vision sevenllCeDlrios involvina a local cmier that
prorides transmission Dcilities (tile "providiDg c.rier") ad IDOtber local cmier with which it
intenonnects (the "intercol'lDMdna carrier"). The ImOUDt ID~ curier pays for
cledicated transport iJ to be proportional to its relative~ of the dedicated faciHty. For
example, if the provicliDa CIIIier provides one-way 1nmb that the inteI'coJmectiD carrier uaes
exclusively for sending tenniMtifta 1raffic to the prcMdiag cmier, then the intercoImectin&
carrier is to pay the provicliBa cmier a rate that recovers the full forwarcl·lootiDg economic
cost of those tnmks. The~ c:arrier, however, should not be required to pay the
provicling ..ner for one-way 1nmks in the oppolite directiOll, which the providq carrier
owns and uses to sencl its own traffic to the interconnectin& carrier. Under an alterutive
scenario, if the providing carrier provides two-way 1rUDks between its Detwork and the inter­
CODDeCtiD& curler's network, then the i.Iltaw"""';ua carrier Ihoulcl not have to pay. the
provicling carrier a rate that recovers the tuII cost of thole tnmks. 1boIe two-way trunks are
used by the providiDg CII'ria' to sencl termiMti.. Udic to the inteI'coJmectiD carrier, as well
as by the intelcounecting carrier to scmd tenninarina 1raftic to the provicling carrier. Rather,
the intereonnecting carrier shall pay the provicliDg cmier a rate that reflects only the

2SJI Sse SllJH'Q, Section VII.C.2.b.(3).

25)9 ld

2540ld
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proportion of the 1rUDk capICity that the intercoJmectina cmier mea to send tenninatina
traffic to the providing carrier. This proportion may be meaured either bued 011 the total
flow oftraftic over the truDb,.·bued OIl the Bow of1raflic duriDa peIk periods.2M2
Carriers operating 1IIlcIer aI'I'IDpIIIeD1s which do DOt comport with the principles we have set
forth above, sbalJ be eatitJed to convert such 1l'J'IDP"'C"t.s 10 1bat each curier is only paying
for the·1l'anspOl't of1I'8ffic it oriptes, as of the effective date of this order.

(5) Rate Structure

1063. Nearly all CM'DMterS ..-that f1at rates, rather than ....laJIitive rates.
*-1dapply to the purdIIIe of decliCltld fIcilities. As cIi8taIed in the NPRM, ICODOJDic
efticiency may ..-.oy be .-imi_ when DOIHr8fIic IIIIIitiw .-Yices, ..... the \lie of
dedicated facWties for the trIIaIport oftrdic, .. priced on a flat-rated bIIis.2MJ We,
therefore, require all intercoDDeCting parties to be otrered the opdcm of purcJ-ina dedicated
facilities, for the tnmsport of1raftic, on a flat-rated basis. As diIcussed by Lincoln
TelepboDe, the colUleCtion bImueID an incumbent LEe's mel or 1IDdem oftlce IDd an
intercoDrJectin LBC's network is likely to be a dedicated fIciIity. We recopi2e that the
facility itlelf can be pIOVided in a number of difImDt ways - by _ of two ....
providers, by the other curier, or jointly in a meet-point amnpment. We coDCIude tint tbat,
no matter what the specific 8rI'Mp'1"ents, tbeIe COlts should be !OCO'YeI'ed in a cost-eau8llive
DWlner and that VIlle-bRIm chaqes should be limited to situllioas wbme costs are UIIIe
sensitive. In cases aoBII to arbitration and in reviewing DOC statemeats of terms and
conditions, the carrier ICtU81Iyprovidma the facility should presumptively he entitled to a rate
that is set baaed on the forwaJd-looking economic cost of providiDa. the portion of the flcility
that is used for tenniDatina tnlfJic that ori,;nates on the network of a oompetiDa carrier. We
recognize that negotiated agreements may incorporate fIat-rated·charps when it is efJicieJlt 10
do so and fiDeI that the preeace of the arbitratiorl default rule Is likely to .1eId parties to
negotiate efficient rate structures.

1OM. We recognize that the costs of tNIIspoI'dna and tennilllti"l traffic 4uriDg peak
and off-peak hours may DOt be the same. As ........ by theMISllchuseus Attorney
0enera1, rates that are the _during pelt 8Dd off-peat hours may DOt reflect the colt of
using the netWork and could 1_ to inefficient u. of the network. The diffetences in the
cost of transporting and terminating traffic cIurina peak and off-peak hours, however, are
likely to vary depending on the network, and the amount and type of traffic terminated at a
particular switch. For example, peak periods may vary within a local service area depending
upon whether the switch is located in a business or residential area. As a result, there may be

, administrative difficulties in establishing peak-load pricing schemes that may outweigh the

2542 See infra, Section XI.A.3.c.(S).

2543 NPRM It para. ISO.
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benefits of such IIIChemes. The neaotiatina parties, hawwer, are likely to be in • position to
more accurately determine how 1rafBc patterns will adjust to peAk-IOid pricma seMmes aacI
we encouraaeparties to addtea such pricing schemes in the",,-. process. For similar
reasons, we neither require JlOI' forbid ... from adopIiDg rates that reflect peak ad off..pelk
costs. We hope IOIIle states wiD e'VIIuate the beMfits IDd COlD of pricing 80hemes that
consist of diffenmt I'ates for peak aDd off-peak 1raftic. We·do require, however, that peat­
load pricing schemes, adopted ttarouP the mobitnltien proceu, comply widl our default price
level if not buecl on • forwn-tootiDa COlt study (e.g., the a\W8I8 rate, llW..... by the
projected relative minutes of.. durialpeat IDCI off-peak pari. should fitll wkbin our
default price I'IIDp of 0.2 to 0.4 CIIlts or 1he level determined by an incremeb1al cost study).

(6) IateriDI TruIport oct T........ttoa Rate Levell

1065. We ate conoeruecl that IOIIIe new CD1NIItI. that do DOt .aIreIdy have mer­
COIUIICtion arranpments with iIlcunib_ LECs may r.ce delays in~ service solely
because of the need to Degon. trI8IpOrt aDd ·....,1... ......-ats widl the inc:Iabent
LEC. In particular, a new entrant that bas aIreIdy ccmstruetecl facilities may have a relatively
weak blrpining position becMe it may be forced to cboo8e either to accept transport aDd
termination rates not in aacont with thelIe rules or to delay its COmDleDceIUlt of service until
the conclusion of the mbitration add smtelpJJlOYl1 process. To proalOte the Aet'sp of
rapid competition in the local exchqe, we order me.nbent LBCs upon.reqtIeSt &om new
entraDts to provide transport ad tenaiDltion of tndIic,OIl an interim baIU, pouding resolution
of negotiation ad mbitration l'9t'diaa transport and 1eI'IDiMdon prices, aDd IPPfOWl by the
state commission. A carrier may.18ke advantale of tlUs interim IlT8IlpD1eDt only after it has
requested negotiation with the incumbent LEC. Tbe interim Il'rIftICIDleDt sIIa1l ceue to be in
effect when one of the followiDg occurs: (l) an ........ _been DIIotiIted aDd approved;
(2) an agreement bas been arbitrlded and approved; or (3) 1he period for requestmaarbiUation
bas pISlIed with no such request. We· also conclude tbIt iDtaim prices for transport aDd
termination shall be symmetrical. Because the purpoee of this interim termination requirement
is to permit parties without existing interconnection apeem.ents to enter the market
expeditiously, this requirement shall not apply with respect to requesting carriers that have
existina interconnection arrangements that provide for termination·of local traft'ic by the
incumbent LEC. The ability to interconnect with an incumbent LEC prior to the completion
of a forward-looking, economic cost study, based on an interim presumptive price ceiling,
allows carriers, including small entrants, to enter into local exchange service expeditiously.2SM

1066. In states that have already conducted or reviewed forward-looking economic
cost studies and promulgated transport and termination rates based on such·studies, an
incumbent LEC receiving a request for interim transport and termination shall use these state­
determined rates as interim transport and termination rates. In states that have not conducted

~ s.e Regulltory Flexibility Act;" U.S.C. §§601 et Jeq.
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or reviewed a forward-lookiDa economic cost study, but have set rates for transport and
teJmiMtion· of traffic CODIisterat with the default price r-aos aDd ceiJiop dilCUSlld ·Ibove, an
iDcmDbent LEe IbaU DIe 1beIe Itate-C:letermi ,.. IS interim ntos.2S4S In ItIteI that have
DeidIer set rates COBSistent with the default price _U•• aad r-aesnof reviewed Of
conducted forwarcl-1ooIdDa ·ecoaomic cost ..... we IDUIt erlMblilh ID iDterim deWt price
in order to facilitate rapid oompedtion in the local acbanp market. In thole ....., aD

me..bent LECsbaIllet iataim rates at tile cIefiuIt .tiap for IIId-ofti", switchiDa (0.4
cents per minute of_1 ....... lWitebiDa (0.15 per minute of use), aDd 1rIDSpOrt
describccl above.2546 1JIiaa tbo coiUna IS a cIefault priee, penetiaa a stIde commiaion's
completion of a forward-JooJd. ICODOIBic cost ..ytis, _uId __ that bo1h the
incumbent LEe and the com.petina provider recovers DO leu thin their full UIDIport and
termination costs. We DOte, bowyer, that the molt cnctibIe eYicIence in theftlCOfd sugests
that the ectuaJ. forward-looIdq economic cost of eud-office switchiDa is closer to 0.2 cents
(SO.OO2) per .mUmte of., thaD the -'ina of 0.4 ctIIJta (SO.OO4) per minute of 11&2M? States
must adopt "true-up. moe";,, to CDIure that DO cader is cIiIIdvIntaaed by III interim rate
that differs from the tiDal rate established purIUIDt toarbi1ration.

1067. We COIlCludetbat 1ICti0ll 2SI, in coejuMaioD with our .... ruJemakina
authority UDder section 4(i1 provides 111 with authority to .-.iIkrim pric:iBa mlta to
facilitate market eatry. ... section 251(dXl) liftl tile FCC lIItbority"to eItIbWrh
regulations to impIomenttbe NqUiremeDta oftJUs.aioD," we fitId tbat·1eCtiOIl251(d)(I)
lives the CommissiOD authority to eItIbWrh·iIdIrim ,...... tbIt ..... the "just and
reuoaable" rates for the "NCipnal COJDPIIII8dOD"~ ofllCtioD 251(bX5), subject
to the preservation requirements of section 251(dX3). Coarta have upheld our Idoption of
interim compensation .,....--. pursuat to our authority ,under IICtioa 4(1) of the 1934
CommunicatioDS Act on numerous OCCIIiou in the past.2541 III pIIticulIr, we have authority,
under section 4(i), to let iDterim rates subject to a later "tnIe-up" wheD finIl rata II'e

estabJis1wl2549 ·We therefore conclude that the default prices cIiIcusIed above Deed not in all

· 2M6 1d

2547 SlJeIllpl'G, Section XI.A.3.c.(4).

2541 S. NIW Englmtd Tel. _ T• • CO. Y. FCC, 126 F.2d 1101 (D.C. Cir 1911); North .....icIIrI
TelcOm",Jlllicl;rtlons ARocitJtion Y. FCC. m F.2d 1092 (7tb Cir. 1015); Lincoln Tel. _ Tel. CO. Y. FCC, 659
F.2d (D.C. Cir. 1989). .

2549 "[TJbe CommiAioD's estIblUhment of III interim biDiq mci ooIIectioa ......... was both • beIpfbJ
and necessary step for the Commission to take in implemtPtina its 'immediate' intm:oanection order." Lincoln
Telephone & Telegraph Co. \P. FCC, 659 F.2d 1092, 1107 (D.C.Cir.l981) (upholding Commia\OD decision
requiring III incumbent LEe to intere:onnect with MCI immediate'>', in order not to delay intcrcoImectiaa, at
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instances await the conclusion of the negotiation, arbitration, and Itate approval process set
forth in section 252, but must nevertheless be in accordance with the requirements of section
251(d)(3) preeerviDg state access replatioDs. We aIIo obImve that we propoeed a similar
interim 1raDIpOrt and termination arrqement, albeit with different rate levels, in our NPRM
in the LEC-CMRS l111erct11111SC11on prorading.2550

1068.' We have colllidered the economic impect of our ru1esin this section on small
incuIDbeat LECs. For ex...., Cinclnnati BeD .•••111 that imerim meclumisms are DOt
requited because large corporations are not disIchIatIpd by.UDeqUa1 blrpining power in
JIeIOdations with smallllld micI-size incumbent LECs. We do DOt Idopt CiMiDNtiBe11's
poIition because some new eatl'8Itts, reprcIIess of1beir sia,. that do Dot abeady Mve inta'­
connection maDgements with incumbent LECs may.face delays in initiatiaa service solely
because of the need to neaotiate transport and termiDltion ammgements with the incumbent
LEe. We believe that the adoption of mterim IIIteI, IUbject to a "true-up,If advaDces the
pro-coIi'Jpetitve goals ofdie statute. We ........ certain IIUII iDcumbeat LEes .. not
subject to our rules under IIlCtiOD 251(t)(I) of dIle 1996 Act, __ otherwiIe~ by a
state commiuion, and certain other small iDcmBIIIeDt LBCs may ..t relief from their state
commissions :&om our rules UDder section 2S1(t)(2) of the 1996 Act.

4. Symmetry

L Backp"Ood

1069. Symmetrical compeDSItion .......... lie thole in which the rate peid by an
incumbent LEe to another teleoormDIUliCltioDl CIrritr for tr-.pol't 8Dd termillltim of1rat1'ic
originated by the incumbeat LEe is the the rate tile iDaabet LEe cbqes to .
transport IIId terminate trafJic oriaiNlte(f by the teJecnnm\lDieations CII'rier. mcu.abeDt
LEes are not likely to pmchae interooJmIcticm 01' UDbuDdIod eI... from competitive
LECs, except for termiDltion of traftlc, 8Dd poIIibIy u.s,ort.2551 ID the NPRM, M ..,Jat
comment on whether rate S)'IIlIDetry requirements are coDSistent with the statutory requirement
that rates set by states for transport and termiDation of traffic be bued on "costs associated
with the transport and termiDltiOD on each carrier's Detwork facilities of calls that oriainate on
the network facilities of the other carrier,If and "a reasonable approximation of the additional

.. ,;g-

interim ntes subject to later adjustmellt); Me abo FTC COIftMIlltlctltIOPlll'. FCC, 750 P.2d 226 (2d Cir.l914)
(aftinning Commission's IUtbority under section 4(i) to let ....... for iatIrooIIDec:ti bctftm the
domestic record carrier, Western Union, and iDtemltioaal ncard Clrriers, subject to III ICCOUDting order, pending
the conclusion of a rulemakina to set peI'IDIIlIIlt ... npIIciDg expired, COIltIId-beled ntes).

2550 LEC-CMRS InterconntlCtion NPRM at para. 60.

255\ NPRM atpira.23S.
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1070. In Idclition, we DOled in the NPRM that the Illinois, MlryllDd, aad New York
commissions have established different rates for 1amiMtion of traftic on an iDcumbent LEe's
network, depending upon whether the traffic is bencfecI off at the iDcumbent LEe's end oftiee
or tandem switch.2553 We also observed that California aDd Michigan have established one
rate that applies to trIDIpOrt and termination of all camped". 10cIl ex.change C8l'IW. traffic on
incumbent LEC networks, reprd1ess of whether the 1rIftic is handed off at the iDcumbeDt
LEC's end ofticeor taadem switch, IItbouIh this rate does not cunently apply to CMRS.2554

We, therefore, address whether rates for trIDIpOrt IDd tenDiIudion Ibould be symuWricai and
consist of only • sinale rate le18lClI_ of where the call is banded off, or if rates should be
priced on an element-by-elemaat basis.

1071. In the LEC-eMltS JIItm:O"",etioft NPlUtl, we aoqbt comment on whether
incumbent LECs lWn uti.....thejr ......... power to DIIotiate with wireless
cmiers iDterconnection agremlIIltsthat did DOt NfIect priDciples of mutual compeDlItion.
We sought comment on whether we should iDsdtate lOme procedure or mecJvmh.. in addition
to our section 208 enforccmea.t process to easure that iDcumbent LEes comply with our
existing rules requiring mutual compensation.2555

b. Commeats

1072. Local Competition NPRM. Incumbent LEes araue that a symmetrical
reciprocal compensation requiNmeDt does DOt caaaport with the Act.2B6 GTE com..ads that
the symme1ry rule violatesthe~ of IICtion 252(d)(2) tbat lites be buecI 011 a
reasonable estimate of the addIdODl1 COlts of1nftlJ'Olt ad termination.255'1 In addition,
LiDcoID Telephone argues that rates for the 1I...,art-' termination of traffic should DOt be
symmetrical because small lad mfd.tliI.ed COIIIpIIIia CIa incur hip costs a.sportiDa and
terminating traffic than larger cmiers.2551 TDS arpes that a symmetrical pricing standard

2552 47 u.s.C. § 252(d)(2).

2553 NPRM at para. 239.

25541d

2555 LEC-eMRS IItt~/tRt NPRM, ..... 11.

2556 StIe, e.g., BeIISoudl COIDIDIIltS at 72-73; SBC CCIIIIIII-.tS .51-52; GTE reply at 29.

2551 GTE reply at 29.

2551 Lincobl Tel. reply at 11-12.
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fails to fulfill the basic statutory directive that each cmier· recover its costS.2559 BellSouth
contends that, because the costs of an incumbent LEe and new _at Il'e libly to be quite
different, the Commiuion does not have the authority to contravene the mutual and reciprocal
recovery IInpap of section 2S2(d)(2) and JeqUiIw 1ymmeVy.25fO F1a1hermore, MECA, which
lepnsents MicbiJlll exetM.. emiers,·..... that competing LEes shoukl be ftIqUirecl. to
compeDIIte eachodaer for .......... traftlcat a CGIt-bIIed rate beach carrier.-· NBCA
.,.. that COIIIP"blition ratII CIIUlOt·be UDifarm each carrier bas its own maique cost
structure.2M2 RTC also ....dill proposals such • symmetry do not CODIider tile COlts
involved in the WIe of lI1Other's CIIrien network.2M3

1073. On the other bad, ... cmmni..... well •.1IVeI8l .... commena.,
support I)'IDIDetrical tecipMcaI compIIII8tion awtsnisms.2S64 Scmnl commenten..ad
that syJIIDIetrical ra1es lie JD1ItUII BDd nlCipmcaI, IDd ...... 0DIy I)'IDIJIetricsl rates CIIl
satisfy 1M statutory ItsDdlnll requbedUllder IeCtioD 2S2(cI)(2)." NPS ... that ee..­
reqailed that compeDS8dOll ,... be "mutual aDd ,...,..... -' ·heIodon a "reuaDIWe
apJImimation of IdditioIIII COItS," aDd expraI1y proJaibited any~ of actual COlt
-...1': 2SMA~:_.. to ...~ .1._ .:...._I~ • • ':_..1':--" r'_._' im au.' -.......es. ~uaue .LYU"O UIIIIIlO'IIIW~ pIOYIIIODIIIIUIUIIIII;l---._ I J41V_ .....
optimal economic costs, rather than actual or historical costs, should be used in settinI.tbeIe
rates."2567 MFS also argues that, wbile actual costs may vary from one carrier to the next, the
optimal economic COlt of performiDa the tI-.port ... tenDbwtiOil function is the Imle for all
carriers operating widJin the same pognlpbic III'eL25M l'hcrefore,it asserts that "{oJnly

.. BeIlSouth comments It 72-73.

2561 MECA commeaCl It 67.

25G ld; .. tlbo Lincoln Tel. reply It 11.

2JG llTC COIIUIleIltS It 23.

.. See, e.g., AlIbIma CommiIIioD 0QID1IIIIltI It 32; ATAT CQI!IIIWltI It 69; LouiIiIDa CommiuiClll
comments It 7-1; Mus. CommiuiCll COIIl1DIIltS It 13; Mel commeats It SO.

2J65 MFS comments It 82-13; OST COIIIIIleDtS It 40-42; He abo Texas Public Utility CounIeI COIDDleIIts It
S2-54 (arguing that symmetrical rites moe consistent with the Act II 1oD& II rites moe baed on TSLRIC).

25t6 MFS comments at 82.

2561ld

2SA ld; .. tlbo Texas Public Utility CouDseI COIIUIleIltS It S2-54 (arguing that symmetrical rates baed on
TSLRIC sbouldnot vary much across compIIlics).
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synunetrical rates'are 'mutual and reciproca1,' and only such rates are consistent with the
provisions of Sec. 252(d)(2). ff2$69

1014. Several po1eDda1 new en1rBDtS believe that requiriDa I)'IDIDetrical _procal
coDlfM'UltiOD is 'needed to eDIUI'e e1ficieDt competiaon.2S7O MCI .... 1bIt the reciprocal
compeusation will be of much ..... iJDportaDco to eompeti., carriers than to iDcumbeDt
LECs iDitiIIly calls ".unaDna on other carriers' ·actworkJ will -=coUDt for a fir
greater s1me of·eJdnDt8' 1rIftic dum is 1bc case for iBcumbeat LBCs, which wilI'lti.1l be
terminating most of their local traffic on their own oetworb.2S71 Therefon, MCI ..... that
the compensation rate charged for traDsport and .termination will comprise a significant
portion of the competing CIIria". owrall cost of pnwicI:iq ..me.2m Mel IIJ1III that
incum.beAt'LEes have fJVf!IY reason to IILteDJpt to use tbe.ir superior berpinina position in
neptiItions to obtain ......... rates that moe • hiP • poIIible, ad IIIelts that a
symmeII'ica1 COIIIpIBIIti_ rare will. recIuce the moentive of incumbent LEes to inf1ate their
tamiaIIion rates.2m 'In IIddido.D, MFS .-rts that 8J1D'rnetrical ra1eI bun:Ia1 DeW en1rIDtS
because iDcumbeDt LBCs',)ave ... 'bIrpiniDI'pcnwr and ICCeII to mformation.2S74 The
Alabama Commission'contends that equal rates elimin.te incumbent LECs' ability to exploit
thesystem.2m

1075. Some pI'OIJHII:tive local eaulDts caeteDd that nquiring symmetrical reciprocal
compcmation arrBIIpIMJIts wiJl1eld to economically efticialt outcomes.2S76 MFS coDtmds
that setting symmetrical rates based on the cost of optimal technology gives all carriers an
incentive to use the most efficient network design in order to reduce costs.2S77 Further, GST
argues that the long-term efficient cost of transporting and terminating traftic should be
identical for all providers, based upon their adoption of the most efficient technology, even if

25M MFS comments It 82 (emphasis in origiDal); .. D1MJ WinStar COIIIIDeDtIIt 24-26; GST comments It 40­
42.

2570 See. e.g., MCI COIDIDeIIts It 50-51; MFS c:anunents It 12-84.

2511 MCI comments at 49-50.

2S12Id

amId

2514 MFS comments at 13.

2515 Alabama Commission comments at 32.

2m See, e.g., MFS c:omments at 13-84; WinS. comments at 26.

2511 MFS comments at 84.
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their short-term cdsts based upon today's tedmolol)' are different.2m WinS. IIIJUCS that
asymJIletrical cost-based compensation would pea.li. new entraDts for deployiDg state-of-the­
art tecbDology. Accorclina to WiDStar, such. system would require new CIltI'aIlts to absorb
the costs of the incwnbent LEes' less efficient networks by paying hiaber tenniDltion rates,
while entrants would be required to pass cost aviDgs from their more efficient networks to
the .. efficient iaculDbeftt LECs by chaqiDa lower t.ermhwdcms rates.2m W"mStar asserts
that incumbent LECs have no incentive to iDcreIIe the efticieney of their own oparatioDs as
long as they~ Dee to recover the costs of terminating trlftic through hiaher termination
rates than those of their competitors.2SIlI

1076. Many Slate commiuioDs and poteDtial DeW entrants contend that symmetrical
ratellhould be baed on the iacumbeat LEe's costs. AT.tT arpes that such In IpP1'08Ch
provides carriers with the ..opel iDceatives to minimi. COltS aDd his the added beDefit of
beiDa Idministratively mSDcleable, 1i\Wl that iDcumbent LECs wiIIllrady be pcrformiaa
TSLRIC studies.25l1 In Iddition, the MasacIu.lleUs CommiMion notes that entraDts may not
have the expertise or ability to calculate co-. for IpICffic ~ces, and supports UIe·ofthe
incumbent LECs' costs to caIc:uJIR .1WCiprocal compMIItion rates. The Alabama Commission
II8II'ts, however, that recipJocal eompeaserion ntea Ihoukl be set equal to the traDsport aDd
termination rates charged by entrants.2m NotiDa that __ new entrIDts may have higher
costs than incumbent LECs, several commenters argue that, while reciprocal compensation
geueraIly should be symmeIricaI. bued on iDcumbent LEes' costs, DeW entrants should be
able to prove their costs are hi.... than the incumbent LEes' l'8tes.2513 Lincoln Telephone,
on the other hand, OppallS • symmetry requirement because it "achieves expediency at the
expense of economic efficiency, thereby eJimineting some of the benefits of competition under
the Act.tI2SI4

1077. Several commenters, including many states, contend that this issue should be

2m GST comments at 35-38.

2579 WinStlr comments at 26.

2SIIIld.

2511 AT&T comments at 69; He tJUo TexIS Public Utility Counsel c:omments at 52-54.

2SI2 AIabIIma Commission comments at 32.

2513 See, e.g., Mass. Commission comments at 13; SpriDt comments at 83.

2514 Lincolil Tel. comments at 22.
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left to the states or pIl1ies to decide.2515 The Califomia CommiIIioD..eats that symmetry
should be encourapd by the Commission but not JIUI!ICMted.2516 NYNEX claims that,
although the statute does DOt require symmetrical rates, parties may agree to such a scheme in
a ne,otiated agreement2SI7

1078. Certam MIIUftIIIten que that aDy symmetry~ should only apply to
separate rate elements. Tbe Ohio Commillion supports symmetrical rates on a rate element­
by-rate element basis (e.g., local swi.tdUDa rate element. local1rlDlpOl't rate elemeDt).2511 For
example, the Ohio Commjssion would not endorse symmeIrical rates for trlDsport aDd
termjnation where a new entrIDt requests intercormection with an incumbent LEe's tandem
oftice, ad the DeW m1rIDt does DOt have 1IDdcm CIIpIbiUties.2519 In that cue, terminatiug a .
call OIl the new eatrIDt's DItWork typically would involve oaIythe UIe of local switchiDI and
local transport between die iDtercoJmection point IDd the LEe'. switch. In COIl1IUt,
temJinadng a call on the iDcuDlbent LEe's Det\WJIt oftea is JibJy to involve the UIe of the
incumbent LBC'. t8Dd_ rwitch in addition to the local switch ad the transport between the
two switchiDg offices.2SIO Bell Atlantic ques that the reciprocal compeasaDon rate for calls
delMnd to an ICCIIS tIDdem for which die tenubu... C8I'l'icr will incur the cost of tandem
switching ad 1rIDIpOl't sbouId be allowed to be JUaher than rates for calls delivered to an end
office, which do not incur thole additional costs.2'fJ

1079. MFS OJ'POICI a two-tier temrinatioa rate ItrUCtUre under which one rate applies
for traffic routed through an incumbentLEC'. teDdaD switdl, and a lower rate applies to
traftic directly 1nJDked to ID iDcumbent LEe'. eDd oftice. MFS aaerts that tI:ae rate
structures are iDheJaldy DOIH'OCiprocal~ non-iDcumbeDt LEes typically do not operate
separate tandem and end-oftice hierarchies.2592 Time Warner argues that transport and
termination based on incumbent LECs' historical choices of network architecture penalaa

2SI5 s., e.g., Ohio Commiuion~ It 73-75; WiDois Cammission COIDIDCIIts It 79-1O;.PtImIyIVlllia
~OD comments It 40; Ohio Consumers' CouDseI reply It 24.

2SI6 California Commission COIIIIDCDts It 44.

2SI1 NYNEX reply It 43-44.

2SII Ohio Commission comments It 73-75

2SI9 ld. It 73-74.

25901d.

259\ Bell Atlantic comments It 43.

2592 MFS comments at n-7I; MIe abo NCTAreply at 14-15.
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new LECs that deploy ditferent 1I'Chitectures, even whett that arcbitecture is more effie_253

TCI araues that higher charles for routine calls through taDdem switches rather than directly
through the incumbent LEets end offices will ctiacmnge carriers from routing traffic through
taDdem switches. even when it is efficient to do SO.2594

1080. LEC-CMRS Interconnection NPRlti. MaD.y CMItS providers contend that they
are unable to negotiate inten:oImection arraugements based on mutual or reciprocal
compeDIation because of iDcumheDt LEe blrpiniMg power.2JtS In its reply COI1U'D4mts,
Ommpoint asserts tbIt may iDtercoDaection ........ across the CMRS indulary reflect a
paeral incumbent LEC UIIWilJingnm to provide ndpIocal compeasation.25M SBC .....
however, that CMRS providIn haft lipificant..nina power aDd numerous opDoDi for
inten:oImection.2m Ame:ri1Id1 ... that it~ to fUlfill the principles of mutual
COmpeDSltion in 111 of its CMRS compeasation maaaements.2JtI

1081. Although the iDcumbcIDt LEes ......y contend tbat·lood faith negotiatiODS
are workiDI well,289 most CMRS providers OCMP'''' that the negotiation procell worts
poorIy.M1 A.ccording to AT&T, the problem of ICbievina mutual compeasation is further
compounded because incum&eat LECa not only chqe rates that bear 110 NlItionthip to their
costs but also refuse to compensate CMRS providers for termination of IaDdIine-originated
calIs.2601 In many instances, incumbent LECs even charge CMRS providers for terminating

259J Tame Warner commellts It 17-88; .. abo ContiDeIltaI COIIIIIleIlts It 13-14; WiDstIr CX)IIIIMIItS It 26.

25M TCI ClOIIUDeats It 21.

2515 s.e, e.g., Nextel COl1IIIHIlts in CC Docket No. 95-115 It 5; Tncer nply in CC Docket No. 95-115 .1;
VmJUlld commellts in CC Docket No. 95-115 It 6; .. abo C11A C(IIIUIIIDtI in CC Docket No. 95-115 It I.

2596 Omnipoint nply in CC Docket No. 95-115 It 3-7; _11I8o IlCC ....... in CC Docket No. 95-115 It
5; 360 Degrees comments in CC Docket No. 95-115 It 3; Western Wireless CQIIIIIM!Dts in CC Docket No. 95-115
It 13.

25f7 sac commellts in CC Docket No. 95-115 It 13.

2BI Ameritee:h comments in CC Docket No. 95-115 It 4.

25t9 s.e, e.g., GTE c::ommellts in CC Docket No. 95-115 It 18; Ameritec:h COIIIIIMIIIts in CC Docket No. 95­
115 It 4.

.. s.e, e.g., APC/SpriId Joint~ in CC Docket No. 95-115 It 11; PCIA reply in CC Docket No. 95­
liS at 6-8; see also Cox comments in CC Docket No. 95-185 It 1.2-16; AT&T reply in CC Docket No. 95-115
at 4-8.

2601 AT&T comments in CC Docket No. 9S-115 It I; .. tlUO Western WiNless COIIDIleIlts in CC Docket No.
95.;185 at 13; New Par COD1DleIlts in CC Docket No.9S-IIS at S.

521



96-325

incmbbent LBC-origineted calls.2I02 GTE, however, states that it does not charp CMRS
providers for laDd-to-mobile traftie.:M03 California has rejected the principle of mutual
compensation for interCOJllleCdOD, reuoniDa that such a policy would lead to a caJlina-pII1y­
pays system, which in tum could lead to an increue in the cost of basic telephone service.2'04
eMRS providers report that they receive mutual compensation from only a handful of the
incumbent LEes with which they intereonneet."

1082.CMRS providers geaarally.. that many inte:rcomlection~ rault
in unjust, UDnIIIOnab1e and diJariminatory interconaectioD I'8teS, 1amS and CODditious.:MOI
AceordiDa to Cox, the~ inc:rcmeD1al cost of call termiDaiioa, expressed 011 a per minute
basis is .20 cents, but the~ charae for ceil. iDten:oDnection is cummtly 3 eems per
minute.2107 Similarly, Comcast states that the IIIJ'qIIte charp it pays Bell AtJ.tic for call
termination is 2.5 cents per minute, or 12.5 1imeI the aWl1lle iDetemeDtaJ cost of 0.2 cents.2tOI

In contrast, the incumbent LECs assert that incumbent LEC interconnection rates have
provided for Ie8IOJiIbIe cbatps.:MOP A few iDcumbeDt LEes abo poiDtto the lack of .
intercooDection rate complaiats filed in their reIpOCtive regions u evidcace of reaonable
rates.2610 Cox responds 1bat "tbe f8ct that few compIaims have been filed does not lead to the
conclusion that existing agreements are reuonabIe, let alooe that they promote

IIll2 See. e.g., An:b CQIIUIMIIfI in CC Docket No. 95-185 It 3; CeatcaniaI COIIIIDfIltS in ee Docket No. 95­
115 It 9; Century c:omments in CC Docket No. 95-115 It 4; CMT c:omments in CC Dodcet No. 95-115 It 4;
Nextel c:omments in ee Docket No. 95-115 It 5.

:MOl O'IE cmunelits in CC Docket No. 95-115 It 19-20..
JIM Ca1ifomia CommiIIicIIl CfOI.'-* in ee Docket No. 95-115 It 6•

., See. e.g., Bell At1mltic:INYNEX Mobile COIDIIleDts in ee Docket No. 95-115 It 4-5.

..See. e.g., Comcast comments in ee Docket No. 95-115 It 4; V...... cmuntlltS in CC Docket No. 9S­
185 It 7.

., Cox cmunents in CC Docket No. 95-115 It 13.

.. Comcast comments in ee Docket No. 95-115 at 5-6.

.. s.. e.g., Plcific Bell reply in ec Docket No. 95-115 It 16-27; U S w. COIIIIDeDtI in Dodcet 95-115 It
6-8.

2610 See. e.g., Bell Atlantic comments in ee Docket No. 95-115 It 9-11; NYNEX comments in ee Docket
No. 95-115 It 13-15,22-23; AmIritec:h comments in ee Docket No. 95-115 It 4; USTA COIIIIIIeIlts inee
Docket No. 95-115 at 7.
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competition.,,261IUS West contends that, until the local rate subsidy issue is addressed,
reform in CMRS intercoDnection charaes will not come to fruition. 2612

1083. The incumbent LECs further a.n tbat, aside fi'om 8118Cdotal commentary,
CMRS providers submit DO evideDce tbat their market emry or powth has been impeded by
state or incumbent LEC action with respect to bJtem.mDection.:I613 The iDcumbent LEes arpe
that CMRS is deve10piDa rapidly IJDda- exiRina c:ompematioa II'l'8DpIDeDtS and tlaerefore
current interconnection policies apparently do not pose a barrier to CMRS competition.:1614

US West contends that CMRS providers have benefitted from negotiations that have resulted
in declining intercoDnection charges as well as added flexibility with die introduction of
callina-party-pays and wide area callina options.»IS Many CMRS providers contend,
however, that the industry may have pown faa' 1Iad it not been impeded by unreasonable
intercoonection rates.:1616 Some iDcumbent LEes also point out that interconnection charges
0D1y npresent a IIDIU~e of a CMRS provider's tD1aI operatina costs.»17 But
according to Airtouch, intereoDnection charges reprcIGIlt a powiDg proportion of CMRS
costs.26I

'

1084. Accordina to JDOIt JMIIiDI oomplllies, iacumbmt LEe lUes are apecially
acute for narrowbaDd CMRS providers.2II

' Beca1Ie virtually 100 percent ofpaaiDa ca1Is are
origi"llfNl on incumbent LEe networks and terminated on CMRS networks, incumbent LEC

2611 Cox reply in CC Doobt No. 95-185 lit 6; .. flbo New PIr reply in CC Doebt No. 95-l8S lit 7;
PlpNet reply CC Docket No. 9S-11S It S-7.

2612 US West reply in CC DocbtNo. 95-18S lit S. US Wilt II"" tbIt ICCIU IDd local~
must be priced above COlt to provide • IUbIicIy to local NIideDtiaI .-vices tbIt nmaiD priced below COlt.

2613 &Ie. e.g., NYNEX reply in CC Docket No. 9S-l8S lit 4; Pacific Bell reply in CC Docket No. 95-185 lit
13-16.

2614 &Ie. e.g., USTA reply in CCDocket No. 95-18S lit 2-S.

26lS US West comments in CC Docket No. 95-11S It 7-12.

2616 s.. e.g., VanpardreplY,in CC Docket No. 9S-18S. 9; PlgeNet Nply in CC Docket No. 95-IIS. 7.

2617 US West ce Docket No. 95-18S comments It 16; USTA reply in ee Docket No. 95-l8S .4-S. sse
atim_ tbIt intercoDnection -.. npnIIIlt SoS to 7 percent of. eMU provider's total opendDg costs.
sse reply in ee Docket No. 9S-18S .18.

:1611 &Ie. e.g., Ainouch reply in ee Docket No. 95-18S • 10-13.

2619 See, e.g., Airtouch·CCJIDDUtlltS tit CC Docket No. 95-18' .59. .".
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abuses, it is argued, present a formidable binier to eatry in the CMRS markctplace.2620 Most
paging carriers allege that incumbent LECs cbarp nmowbaDd CMRS providers for
terminating LEC-originated calls on the paging network but do not compensate nmowband
CMRS providers for telllijnetina incumbent LEe orireted 1I'atIic.»2J Many nmowband
CMRS providers aI80 an. diJcrimiDation~ die ct.pa I_lied to PIling com,.ies
for CODDeCtion to the labdline network are ditfetellt &om the cb8rges asseued on other CMRS
proviclen, and that !DIllY of these interconnection charps are not substantiated with IdequIte
cost data.2622

c. DilauliOD

(1) Symmetry ID Geaeral

1085. Reprdless of whether the iDcumbent LEC's 1raaIpOrt and termination prices are
set using a TELRIC-buedlCOllOlDicCOlt study or a default proxy, we conclude that it is
reasonable to adopt the incumbent LEe's transport and termination prices as a presumptive
proxy for other telecommunications carriers' additional costs of transport and termination.
Both the incumbent LEC and the interc:onDectin ·CIftliers usually will be providing .mce in
the same geographic area, 10 the· forward-lootiDa economic costs should be similar in most
cases. We IIso conclude that using the incumbent LEe's forward-looking costs for trIIIsport
and termination of traffic as a proxy for the costs incurred by interconnecting carriers satisfies
the requirement of section 252(d)(2) that costs be determined "on the basis of a reasonable
approximation of the additional costs of terminating such calls." Using the incumbent LEC's
cost studies as proxies for reciprocal compensation is consistent with section 252(d)(2)(B)(ii),
which prohibits "establishing with particularity the additional costs of transporting or
terminating calls."2623 If both parties are incumbent LECs (e.g., an independent LEC and an
adjacent BOC), we conclude that the larger LEC's forward-looIdng costs should be used to
establish the symmetricall'8te for trIIIsport 8Dd termiDation. We conclude that larger LECs
are generally in a better position to conduct a forward-looking economic cost study than
smaller carriers.

1086. We conclude that imposing symmetrical rates based on the incumbent LEe's
additional forward-looking costs will not substantially reduce carriers' incentives to minimiR
those costs. A symmetric compensation rule gives the competing carriers correct incentives to

2GO See Celpaae comment in CC Docket No. 95·185 It 6.

_I See e.g., Arch comments in CC Dodcet No. 95-185 It 6; CeIpIp cmHlII!Qts in CC Docket No. 95-115 at
6.

:1622 See, e.g., Arch comments in CC Docket No. 95·115 It 23·25.

2623 47 U.S.C. §252(d)(2)(BXii).
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minimize its own c:osts of teJani_non because its tefminetim reveDUeS do not vary directly
with cbaDaes in its own costs. Moreover, symmetrical rates bIIed on the incumbellt LEC's
COItSlbould BOt seriously affect incumbent LEes' iDceDtives to control costs. We ex:peet that
incumbent LECs 'WW traIIIport and tenninete much more traffie tbat origi.'tes on their own
networks than 1I'aftic 'dIat oriIinates on competiDa cmien' networks. Ewm. if, under the
additional COlt sI8Ddard, iIsumbeDt LECs were requiNd to reflect any improvements in
opealdDg eftioiCIICY, and COIIIeqUeIIt cost recluctic-. ja Nducecl·ta1IIiAation rates, the cost
saviDgs realized by the incumbent LEC lie likely to be much ..... tban its reduction in Del
termiDation revenues, ... !be majority of tnd6c tI-.ponecland tennin*4 is likely to be
its own. Even if a'pus-tbrouah of iDcumbeDt LEC'. cost rech1ctiou. wen i.DstJIDt8eouJ ad
complete, the number ofmimltesofue on which. iDcumbent LEe's net tamimdion
~ is·....-cl js·m.... IIDI1ler dian its o\W8llllUlD_ of IIIiaums of JWitclriDIIIId
1raDIport. MoNow:r, if a portion of the recIucdoD ill COlD is specific to adwmp traffic,
UDder symmetrical maes. the .LEC'. ftMlD_ r..n tMIDj..... trIftic eJriaiuting fiom another
local carrier are 'bued·OII .. 1IIt.diffemlce in vaftic, wIaida is likely to be much IIDII1cr 1han
the total traffic it terminates.... For example, in the cue where tratBc is "Ineed, net
termination charges are zero, a figure that is UDaffected by chlDges in the incumbent LEC's
costs, and the incumbent LEe is provided with conect iDcentives to minimize termiDation
costs.

1087. We I1so fiDd that symmetricall1del may reduce. incumbent LEC's ability to
use its barpinina strenath to ueptiate excasiwly biIh tenniMtion Cbarps that competitors
would pay' the incumbeDt LEe aDd excessively low ......ination J'aIes that the incumbeDt LEe
would pay intercoDnectilla carriers. As diIcussed by COIDIDalten in the LEe-eMRS
IntD'ctRI1I«:Itonproe«cti"l, LBCs have used their UDeqUBlllarpining position to impose
asymmettica1 rates for CMRS providers IIId, in ... inftances,bave cbaqed CMRS
providers Orilfnation.1S wen as termination charps.XlS On the other haDd, symmetrical rates
largely eliminate· such IdVllltaps becluse they requiIe incumbent LECs, as well IS competing
carriers, to pay the same rate for reciprocal compeJIIItion.

.. CoDsider a situation IppI'OXbutina tnditiaaal LSC-CMRS iDtnamIectioa, in which trat1ic flows Ire

snbIIIntiaIJy 1JIlhaI1"C'd: let us .".e, of 1,000,000 of.... 750,000 In CMRS-to-LEC ad 250,000
LBC·to-CMRS. nus, UDder .,DIDitIric com 0.3 ClIItI per miDute. tbe LEe receives 0.3 CIIdI tiaHlS
500,000, or $1,500.00. Ifit,.. its per-lllinute COlt, far ........ -b' GIl ......... CMRS-to-LEC
tnftic, to 0.2 ceD1I per miDuto, it would save 0.1 CIDt tm. 750,000, or 1750.00, ill reduced COllI, whelw its
tenniNtina MVeDUeS would fall by only 0.1 cent times 500,000, or $500.00. 'Ibua. it would ItiU haw subltaatial
iIlcentive to make the COlt reduction ill question. In situltiou cloaer to tnftic baIInce, the iDceIltive is even
IIlOnl favorable. And, of course, the LEe probably also reduces its COlt of switching on many millions of other
minutes that do not involve other networks at the same time.

2625 See. e.g., Century Comments in CC Docket No. 95·184 at 4; Western Wireless Comments in CC Docket
No. 95·185 at 14. .
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